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Flexible Funding Opportunities for Transportation Investments

The Intermodal Surface Transportation Efficiency Act of 199U (ISTEX) broke significant ground in giving State and local
decisionmakers greater discretion in the use of Federal transportation dollars. [Im particular, ISTHM ‘sfilesiitile fund
programs now provide transportation planners and decisionmakers with theflexibility to fund transportation projects,
programs, and initiatives which best meet locally determined goals and objectives for mobility, ecomemiitippparsaiiry, and
air quality. The key to getting the most out of flexible funding is understanding the multimodal transportation planning
process which identifies the most appropriate solutions for our most urgent local and regional transportation problems.

What does a “multimodal” transportation sys-
tem mean?

Multimodalism is the integration of all modes of trans-
portation --- highways, public transportation, bicycle
and pedestrian facilities --- into an interconnected,
“seamless’ system Multimodalism also acknowledges
the importance of strategies which go beyond invest-
ments in expanded infrastructure --- for example, the im-
plementation of rideshare programs or alternative work
schedules --- which make the most efficient use of exist-
ing transportation facilities. A multimodal transporta-
tion system is a system of complimentary --- not
competing --- modes planned and coordinated to provide
maximum persona mobility within environmental and
financial constraints.

How does multimodaliism help a community?

A multimodal transportation system provides the public
with several benefits. Multimodaliism offers users ac-
cess to choices among severa options for travel, based
on individual values of cost, convenience, and travel
time. It ensures socia equity by providing aternatives
to travel by automobile for those populations which do
not own vehicles. By shifting trips from the automobile
to other forms of travel, auto emissions are significantly
reduced and air quality may improve. Moreover, amul-
timodal approach to transportation planning challenges
planners and decisiomnakers to rethink past assumptions
and develop new and innovative solutions to transporta-
tion problems.

Perhaps an example might illustrate the advantages of
multimoda planning and investment over traditional
highway congtruction. A mgjor highway which links a
community to jobs or shopping suffers from terrible con-
gestion during the morning and afternoon “peak” hours
of travel. Adding road capacity might relieve this con-
gestion, but may provide only a partial and temporary

solution: it does nothing to enhance the mobility of
those individuals without automobiles, and it could fur-
ther entice vehicle owners --- who perceive faster travel
times because of the road improvements --- to make
more and longer trips on the highway. As automobile
trips increase in the corridor, congestion ultimately re-
turns and leads us back to the same problem we sought
to eliminate in the first place.

Multimodal planning, however, would consider a variety
of ways to meet the community’s demand for access and
mobility. Perhaps improvements to public transporta-
tion in the corridor might induce drivers to leave their
cars at home and take a bus or train into work. Not only
would thisrelieve the highway of some automobile traf-
fic, but it would provide citizens who do not own vehi-
cles--- or do not care to use their vehicles --- with access
to jobs and shopping. Efficiency along the corridor
might be further enhanced through the implementation
of canpfil programs, high-occupancy vehicle facilities,
and advanced technology Intelligent Transportation Sys-
tem (ITS) elements. Adoption by employers of parking
management policies, transit fare subsidies, and aterna-
tive work schedules which shift travel to “off-peak”
hours may further reduce congestion and help sustain
improvements yielded by highway investments.

What this example demonstrates is two important goals
of multimodalism: L) investment in one mode (or the
“packaging” of investments and policies) should repre-
sent an investment in the transportation system as a
whole; and 2) implemented solutions can and should be
sustainable and serve a long-term need.

What facilitates the development of a multimo-
dal transportation system?

There are severa conditions to effective multimodal
planning and project development. These include 1) the
establishment of multimodal, multi-jurisdictional and
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“multi-interest” planning partnerships; 2) the develop-
ment by this partnership of community and regionwide
goals and objectives for transportation, economic, and
social development; 3) a “problem-solving” approach to
transportation planning; 4) the integration of transporta-
tion and land use planning; and 5) taking full advantage
of the planning and “flexible funding” provisions con-
tained in the Intermodal Surface Transportation Efifi-
ciency Act of 1991 (ISTEA). These five eements of
multimodal planning are discussed below.

Planning Partnerships

Multimodalism requires a reinvention of traditional
transportation planning. Not only must highway and
transit planners begin to work more closdly together,
they must begin to see the services and facilities they
plan within broader goals for community and economic
development. To that end, transportation planners need
to form planning partnerships with business and com-
munity groups, land use planners, localy elected offi-
cials, environmenta interests, advocates for alternative
transportation, and, importantly, the general public.

Many of these players are new to the transportation
planning “table”, but all are impacted by transportation
decisions, and all have something to offer. The inclusion
of these groups provide the multimodal transportation
planner with better information about the needs of the
populations they plan for, and may help to generate sup-
port for innovative solutions to transportation problems.
The involvement of local employers, for example, may
lead to the adoption of some of the “travel demand man-
agement” strategies -- i.e. parking management, alterna-
tive work schedules, perhaps even telecommuting --
which help to redirect trips off of congested transporta-
tion modes.

There is another reason to involve as wide and diverse a
range of interests as possible in the transportation plan-
ning process. The building of a broad coalition of sup-
port for the transportation planning process makes
planning activities more credible among these diverse in-
terests, and ensures public “buy-in" of the transportation
plans and projects which result from the process. While
some planners argue that too much involvement of the
public unnecessarily delays the implementation of trans-
portation improvements, the opposite is true: the early
and continuing involvement of the public should lead to
the development of transportation plans, programs, and
projects which are widely supported, thus reducing the
likelihood of last-minute delays resulting from legal ac-
tion brought about by dissatisfied groups.

Development of Goals and Objectives

Consensus on transportation investments is further en-
hanced by the establishment of a shared vision for the
future. In other words, the development of transporta-
tion plans, programs, and projects should reflect the pri-
orities of the interests (social, economic, environmental)
which function within a given region. The establishment
of a planning partnership as described above should thus
lead to the development of goals and objectives which
will help guide the transportation planning process.
Partners need to ask several questions. What aspects of
my community do | value? What aspects would | like to
see improved? What do | want my community to ook
like in the future? No doubt that not all groups will
share the same exact priorities, and negotiation is criti-
cal. The result of this negotiation, however, is the estab-
lishment of a foundation for transportation planners to
evaluate and select the most appropriate transportation
strategies which best meet locally defined goals and ob-
jectives for community and regional development.
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ISTEA Planning and Funding Provisions

Changing our traditional approach to transportation
plammiing; is an ambitious task. Fortunately, ISTEA pro-
vides a framework for developing the new partnerships
and planning procedures necessary to achieve these ob-
jectives. On October 18, 1993, the Federal Highway
Administration and Federal Transit Administration is-
sued joint regulations to help guide statewide and metro-
politan transportation planning.  These regulations
address, among other things.

®  The development of multimodal transportation plans
to guide the establishment of a long range vision for

transportation in a given state or urbanized area.

¢  The development of a transportation improvement
program, or “TIP”, to implement the goals and objec-
tives contained in the plan.

¢ The implementation of congestion management sys-
tems to identify and evaluate low cost strategies to
mitigate and manage congestion in urbanized aress.

®  The undertaking of major investment studies to ad-
dress the evaluation of alternatives when a transporta-
tion problem requires significant capital investment.

®  The development of procedures to facilitate the in-
volvement of the general public in transportation
planning activities.

Another very important tool for the development of mul-

timodal plans, programs, and projects is “flexible fund-
ing.”  Unlike traditiona categorical funding programs
which restrict project eligibility to narrowly defined uses,
flexible funding supports multimodal planning and pro-
ject development by eliminating strict modal criteria as a
condition of use. Instead, Federal flexible funds may be
used for highway, transit, and multimodal capital and
planning investments --- whichever transportation solu-
tions are identified by state and metropolitan planning
processes as best meeting locally defmed goals and ob-
jectives Over the 6 year life span of ISTEA, over $70
billion of Federal highway and nearly $10 billion in Fed-
era transit funds may be used flexibly. And whilewe
have seen a gradual increase in the use of flexible funds
for innovative, multimodal projects, flexible funding re-
mains a largely under-utilized resource.

Realigning the responsibilities, roles and relationships of
players and other participants in the transportation plan-
ning process will not happen over night. ISTEA pro-
vides a necessay starting point, but it will be up to each
area’s planning partnership to effectively implement a
multimodal approach to transportation planning which
meets locally determined goals and objectives for com-
munity development. The following provides a sum-
mary of the ISTEA planning provisions, and highlights
examples of several projects and processes which have
embraced the spirit of ISTEA and have used flexible
funding to realize a new vision for the planning and de-
livery of transportation services.
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part of the MIS process, most CMS strategies are projects
and programs which are eligible for flexible funding.

Financial Constraints

ISTEA stipulates that metropolitan plans, TIPS, and STIPs
include only those projects for which funding can be rea-
sonably expected to be available. Theintent of “financially
constrained” plans and programsis to focus investment on
operating and maintaining the existing transportation sys-
tem and to prevent TIFS from becoming unrealistic “wish
lists’ of projects. Furthermore, in nonattainment aress,
fiscaly constrained plans and TIPS ensure that sufficient
funds are available for the implementation of required
transportation control measures (TCM&; see appendix )
and that the sum of transportation improvements identified
in plans and contained in TIPS demonstrates conformity
with State Implementation Plansfor the reduction of trans-
portation related pollutants.

Because of these financial requirements, projectsgeneratkd
by the transportation planning process must not only meet
cooperatively defined needs, but must be developed within
the context of realistic funding availability. Flexible funds
give decisionmakers great leverage in long term financial
planning by expanding the potential availability of funding
beyond traditional specific Federal highway or transit allo-
cations.

Planning Factors

To help set a direction for the development and preparation
of plans, TS, and major investment studies in metropoli-
tan areas, ISTEA has identified 15 factors which must be
explicitly considered throughout the transportation plan-
ning process (recent legislation designating the National
Highway System has added a sixteenth factor; see box to
the right). These factors address both transportation issues
(i.e. aleviating congestion, preserving existing facilities)
and the need for the process to encompass broader issues
such as consistency with land use planning and the affects
of transportation investments on surrounding communities.

The joint FTAVFHWA planning regulations further define
23 factors for consideration in the development of statewide
plans and STIPs. Metropolitan and statewide planning fac-
tors, combined with the cooperation of affected agencies
and the need to solve the air quality and congestion prob-
lems faced in most urban areas, should serve as the build-
ing blocks for the development of multimoda planning and
project evaluation criteria. As demonstrated by the in-
cluded case studies, the devel opment of multimodal project
evaluation criteriais an important component of any plan-

ning process which intends to get the most out of flexible
funding.

Project Evaluation Processes

Prior to the availability of flexible funding, the selection of
transportation projects was driven in large part by the nar-
rowly defined eligibility of the source of funds being used.

These Federa restrictions discouraged the development of
multimodal project evaluation criteria because any type of
multimodal analysis could not be supported by traditional
funding mechanisms. Flexible funding, however, eimi-
nates these Federal funding limitations, and the develop-
ment of multimodal project evaluation criteria alows
plannersto effectively rate the various highway, transit,
and other modal improvements to evaluate how well they
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Another element of a successful multimodal planning process is understanding the Federal, State, and local funding
sources which support the implementation of transportation improvement programs. The following summarizes FHWA
and FTA flexible funding programs and the improvement opportunities provided by them. While all of the programs
described below may be considered “flexible”, it is important to consider and understand the distinct eligibility require-

ments for the use of each funding source.

The Surface Transportation Program

The Surface Transportation Program (SIP) provides for the
widest flexibility of ISTEM'S formula programs. SIP funds
may be used for several highway and transit capital and
planning activities, including:

Other eligible projects under the Surface Transportation
Program include highway and transit safety improvements,
capital and operating costs for traftic management and con-
trol projects, and most Transportation Control Measures
(TCWs; see appendix 1) established by the Clean Air Act
Amendments of 1990 (CAAA).

The Surface Transportation Program is .authosized in
ISTEA at $23.9 billion over the life of the Act.  Severa
hundred million dollars in “apportionment adjustments’
are added to each year’'s program; in addition, in fiscal
years 199 and 1997, Reimbursement funds for peviously
constructed non-Federally aided Interstate highways have
been added to the annual Surface Transportation Program.

STP funds are distributed among various population and
programmatic categories. Some program funds are made
available specifically to metropolitan planning areas con-
taining UZAs over 200,000 population; STP funds are also
set aside to areas under 200,08® and 5,000 population. The
largest portion of STP funds (about 37.5%)) may be used
anywhere within the State to which they are apportioned.

STP Transportation Enhancements

About ten percent of the Surface Transportation Program
has been set aside for transportation enhancement activi-
ties. Enhancement projects are intended to integrate trans-
portation facilities into their surrounding communities by
increasing public access and enjoyment. They can also be
stand-alone projects with an identifiable relationship to the
intermodal transportation system. Transportation enhance-
ment projects should be generated from the metropolitan
and statewide transportation planning process described in
the previous section and must be based on strong commu-
nity support.

Ten specific categories of transportation enhancements are
eligible for funding. Please note that the list is definitive;
only those activities listed below are eligible for transporta-
tion enhancement funding:

Congestion Mitigation and Air Quality Im-
provement Program

Consistent with the intent of flexible funding, the Conges-
tion Mitigation and Air Quality Improvement (CMIAQ)
Program is distinguished by its objectives --- i.e. improving
our Nation'sair quality and managing traffic congestion ---
rather than by typical moda eligibility requirements.
CMAQ projects and programs are often innovative solu-
tions to common mobility problems and are driven by
Clean Air Act mandates to attain national ambient air
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may be transferred to the STP (although up to 100% may
be transferred with the approval of the U.S. Secretary of

Transportation).

Funding Restoration

The NHBS Act also restores a portion of FY 199 Title 23
(Highways) funding which was reduced due to budget com-
pliance provisions contained in ISTEA.  Theserestored
funds may be used for any purpose digible under the Sur-
face Transportation Program or other Chapter L, Title 23
Federal-aid programs.

Bridge and I nter state M aintenance programs

Bridge Replacement and Rehabilitation program funds are
apportioned among States based on the square footage of
“deficient” highway bridges inventoried by each State. Up
to 40% of Bridge program funds may be transferred by
States to the STP or NHS for purposes consistent with ei-
ther program.

Interstate Maintenance program funds are apportioned to
States based on interstate lane miles and vehicle miles trav-
eled criteria established by Congress. Each State may un-
conditionally transfer up to 20% of its Interstate
Maintenance apportionment to the STP or NBS. In addi-
tion, if a State certifies that its apportionment isin excess
of its maintenance needs, it may, upon approval by the Sec-
retary of Transportation, transfer this excess amount to the
STP or NHS.

Funds transferred by either program to the STP may be
used anywhere within a State.

Donor State Bonus and Minimum Allocation

The Donor State Bonus and Minimum Allocation programs
are additional equity provisions which ensure a return to
“donor” States which contribute more to the Highway Trust
Fund than they receive in Federal-aid apportionments.
Like the SIP, a portion of the Donor State Bonus and
Minimum Allocation funds are earmarked for use in areas
of specific population thresholds. Funds available under
these categories may be used for any purpose eligible under
the Surface Transportation Program.

FTA Urbanized Area Formula Transit funds

FTA's Urbanized Area Formula Program provides transit
capital and operating assistance to metropolitan areas of
50,000 and more population. Urbanized Area Formula
funds apportioned to KM#s which cannot be used for the

payment of transit operating expenses may be made avail-
ablefor highway projectsif the following three conditions
are met:

1. The use of these funds for highway purposesis ap-
proved by the MPO after appropriate notice and op-
portunity for comment and appeal are provided to
affected transit providers;

2. The funds are not needed for capital transit invest-
ments required by the Americans with Disabilities
Act of 1990;

3. State and local funds used to match Urbanized Area
Formulafunds made availablefor highway ~ pur-
poses are also eligible to fund either highway or
trangit projects.
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retary of Transportation, transfer this excess amount to the
STP or NHS.

Funds transferred by either program to the STP may be
used anywhere within a State.

Donor State Bonus and Minimum Allocation

The Donor State Bonus and Minimum Allocation programs
are additional equity provisions which ensure a return to
“donor” States which contribute more to the Highway Trust
Fund than they receive in Federal-aid apportionments.
Like the SIP, a portion of the Donor State Bonus and
Minimum Allocation funds are earmarked for use in areas
of specific population thresholds. Funds available under
these categories may be used for any purpose eligible under
the Surface Transportation Program.

FTA Urbanized Area Formula Transit funds

FTA's Urbanized Area Formula Program provides transit
capital and operating assistance to metropolitan areas of
50,000 and more population. Urbanized Area Formula
funds apportioned to KM#s which cannot be used for the

payment of transit operating expenses may be made avail-
ablefor highway projectsif the following three conditions
are met:

1. The use of these funds for highway purposesis ap-
proved by the MPO after appropriate notice and op-
portunity for comment and appeal are provided to
affected transit providers;

2. The funds are not needed for capital transit invest-
ments required by the Americans with Disabilities
Act of 1990;

3. State and local funds used to match Urbanized Area
Formulafunds made availablefor highway ~ pur-
poses are also eligible to fund either highway or
trangit projects.

10
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reducing the need for arking at the Gateway and relieving conges: ingrtation: and and use, and tak

Indians and basketball Cavallers hasfurther rexitalized the central
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One of the keys to siccessful project planning, development, and i mpI ementation is soliciti ng input and gaining support
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Investments in transportation facilities should incor porate both community and regional needs
and be seen within the context of surrounding economic development. The following two ex-
amples demonstrate how two communities have tied transportation, land use, and economic
development planning into a comprehensive strategy for revitalizing urban neighborhoods.
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| ntermaodal Surface Transwortation_Efficiencv_Act of 1991 (ISTEAN)).

Appendix Il (continued)

Classified Carbon Monoxide Nonattainment Areas

Los Angeles South Coast Air Basin

Anchorage, AK
Denver-Boulder, CO
Fresno, CA

Las Vegas, NV

Albuguerque, NM
Baltimore, MD

Boston, MA

Chico, CA

Colorado Springs, CO

El Paso, TX

Fairbanks, AK

Fort Collins, CO

Grants Pass, OR
Hartford-New Britain-Midtiikwwan, CT
Klamath Falls, OR

Lake Tahoe South Shore, CA
Longmont, CO

Medford, OR

Duluth, MN

Cleveland, OH

Memphis, TN

Serious
Moderate > 12.7 ppm
New York-N. New Jet-Long Isle, NY-NJ-CT
Provo, UT
Seattle-Tacoma, WA
Spokane, WA

Moderate <=12.7 ppm

Minneapolis, MN
Missoula, MT
Modesto, CA
Ogden, UT

Philadelphia-Camden County, PA-NJ

Phoenix, AZ

Portland-Vancouver, OR-WA

Raeigh-Durham, NC
Reno, NV

Sacramento, CA

San Francisco-Oakland-San
San Diego, CA

Stockton, CA

Washington, DC-MD-VA
Winston-Salem, NC
Syracuse, NY

Jose, CA
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Appendix Il (continued)

Classified Carbon Monoxide Nonattainment Areas
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Appendix Il (continued)

Classified Carbon Monoxide Nonattainment Areas
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